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Featured Q&A with Our Board of Advisors

In a recent letter to a US senator,
the Bush administration's drug
czar, John Walters, said that
cocaine prices in the United
Stat®e have decreased while cocaine
purity has increased, a sign—some say—
that the US-backed counterdrug campaign
in Colombia, which supplies 90 percent of
the cocaine in the US, is not working. Is
Plan Colombia a failure? Do you see immi-
nent changes in the US' approach to coun-
ternarcotics policy in the region?

Guest Comment: Anne Patterson:

“Let me be clear that everyone

who works in the counternar-

cotics field would have liked to
see much more rapid progress in the
United States than we have seen to date.
You do not have to be a drug expert but
merely a parent to know that drugs are
readily available in the United States. Still,
we should remember where we started with
Plan Colombia. Drug cultivation in
Colombia doubled between 1997 and 2001,
threatening to swamp our treatment pro-
grams with cheap cocaine—and there is no
question that price is a factor in US drug
use. Again, it simply makes sense to me that
our drug problem would have been much
worse—and the number of users much
higher—if even a fraction of the cocaine
that has been eradicated and interdicted in
Colombia had been allowed to come to the
United States."

Inside This Issue

Guest Comment: Bruce Bagley:

"The recently published cocaine

price and purity data provide

incontrovertible proof (for a
market-based American society) that the
US-backed Plan Colombia has failed to
control the availability or price of cocaine
in US illegal drug markets, as it was initial-
ly intended to do. Moreover, the increasing
purity of cocaine on the streets of the US,
along with evidence that coca production is
on the rise elsewhere in the Andes and that
cocaine consumption continues to expand
in both Latin America (Brazil) and in
Europe (Spain) indicates that Plan
Colombia has become obsolete. The US
cannot abandon Colombia or its fight

Continued on page 4
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Bank President

Brazilian Central
Henrique Meirelles said Monday
Brazil should keep opening its econo-
my. See story on page 2.

Brazilian government file photo.
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NEWS BRIEFS

Mexico Lowers Growth Forecast
for This Year to 3.3 Percent

Mexican Finance Minister Agustin
Carstens said Monday the govern-
ment cut its 2007 economic growth
forecast from 3.6 percent to 3.3 per-
cent, citing a sharper-than-expected
slowdown in the US, Reuters report-
ed. Carstens also said he believes the
Mexican central bank's surprise
interest rate hike Friday—the first in
almost two years—was too early. "To
some extent, in the ministry of
finance we think that the bank went
ahead of time in tightening mone-
tary policy, but overall we feel that
growth will resume in Mexico
toward the end of this year," he said.

Colombian Central Bank Hikes
Interest Rate to 8.5 Percent

Colombia's central bank on Monday
raised its benchmark interest rate to
8.5 percent, Bloomberg News
reported. The 25 basis point hike
was the tenth since April 2006, when
rates reached a three-year low, and is
part of the bank's efforts to contain
inflation in a growing economy.
Strong loan demand "“indicates the
need for additional increases in
interest rates," the bank said in a
statement.

Students Seize University
Radio Station in Oaxaca

A group of students took over a uni-
versity radio station in the Mexican
city of Oaxaca on Monday and
transmitted messages in support of
a movement demanding the resigna-
tion of Oaxaca state Governor Ulises
Ruiz. The students called for partici-
pation in a march today to demand
the release of movement leaders
who were arrested in December,
deflating the movement. Ruiz is
accused of rigging his electoral vic-
tory and of violent repression
against protesters.
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Economic News

Chavez Says Venezuela to Pull Out of
World Bank, IMF, and Possibly OAS

President Hugo Chavez announced
Monday Venezuela would end ties with
the International Monetary Fund and
World Bank, and threatened to pull out of
the Organization of American States.
Chavez, who says IMF and World Bank
lending policies have helped keep coun-
tries mired in poverty, said loans by the
two multilateral lenders have limited
Venezuela's "economic sovereignty" for
decades. "We will no longer have to go to
Washington nor to the IMF nor to the
World Bank, not to anyone," Chavez was
quoted as saying by the Associated Press.
Venezuela, enjoying an infusion of wealth
as the world's fifth-largest oil exporter,
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job benefits and an end to outsourcing,
with union leaders, the government, and
mining companies offering different
accounts of the strike's success, Reuters
reported. Labor Minister Susan Pinilla
said that less than 5 percent of the workers
were participating in the strike, while Luis
Castillo, president of the National
Federation of Metallurgic and Steel
Miners, replied that "obviously, the gov-
ernment is going to minimize this strike in
the press." Most workers at Southern
Copper Corp., one of the world's biggest
copper miners, supported the strike,
although the company said it was operat-
ing "almost normally" at its two mines and
smelter after hiring contract workers.
Miners at Yanacocha, Latin America’s
largest gold mine, at Barrick Gold Corp.'s
local unit, and at Antamina, Peru's biggest
copper producer, said they would contin-

¢ We will no longer have to go to Washington nor to
the IMF nor to the World Bank, not to anyone.”’

recently repaid its debts to the World Bank
five years ahead of schedule. It paid off all
its debts to the IMF shortly after Chavez
first took office in 1999, and the IMF
closed its offices in Venezuela late last year,
according to the AP. \Venezuela is champi-
oning the creation of an alternative
regional development institution—the
Bank of the South—to finance social proj-
ects in Latin America, without what many
in the region consider the overly strict
conditionality of IMF, World Bank, and
IDB lending [Editor's note: see related
Q&A in the April 16, 2007 issue of the
Advisor.] According to Bloomberg News,
Chavez also said Venezuela may withdraw
from the OAS if it approves a resolution
denouncing his plans to shut down Radio
Caracas Television, which Chavez accuses
of backing a 2002 coup against him and
violating broadcasting laws.

Peruvian Mineworkers Launch
Strike, with Mixed Success

Peruvian mineworkers launched a nation-
wide strike on Monday to demand better

— Hugo Chavez

ue working, according to Reuters. Reports
by other mines indicated the strike had
mixed success. Pinilla said the government
would declare the strike illegal, but not
before Thursday, because a legal "inadmis-
sibility" period must first end. Once the
strike is declared illegal, companies can
fire workers who are absent from work for
three straight days, Reuters reported.
Mining is a major source of income for
Peru and accounts for more than half of
its export earnings.

Meirelles: Brazil Should Keep
Opening Economy to Trade, Capital

Brazil should continue opening its econo-
my to trade and capital flows despite its
push to raise some import tariffs, Central
Bank President Henrique Meirelles said
Monday, according to Reuters. "Brazil
should keep opening its economy, facili-
tating capital flows, and taking advantage
of the positive aspects of a more competi-
tive and open economy, including imports
of intermediary goods, [such] as machines
and equipment,” Meirelles was quoted as
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telling reporters in New York after giving a
presentation to investors. He said a recent
move to raise tariffs on imports of shoes
and clothing from 20 to 35 percent to pro-
tect local manufacturers from a flood of
imports from China was a "normal”
defense of a "more vulnerable" sector
from foreign competition, but noted that
“it is important that, on the other hand,
we maintain a general level of openness.”
Asked about what policymakers could do
to boost competitiveness in Brazil,
Meirelles said the Central Bank should
work to avoid "distortions” on the foreign
exchange market and keep buying dollars.

Argentine Cattle Ranchers Halt Sales
to Protest Price, Export Controls

Argentine cattle ranchers on Monday
stopped sending their livestock to market
in protest over government price and
export controls, Bloomberg News report-
ed. On Monday just 4,988 head of cattle
arrived at the country's busiest livestock
market in Buenos Aires province, com-
pared to a daily average last month of
6,200 head, after the Confederation of
Rural Associations of Buenos Aires and La
Pampa launched the two-week strike, the
third such protest in 10 months. To keep
down domestic meat prices, which the
government has capped at 2.5 pesos ($US
0.81) per kilo of live steers, the govern-
ment last year halted meat exports, forcing
producers to sell more in the local market.
The government's price controls are
intended to reign in inflation, but the
measure has many critics, including the
striking Confederation, which represents
85 percent of the wholesale cattle market
with its membership of some 35,000
medium-sized producers. Argentina's
annual inflation rate stands at 9.1 percent,
second in Latin America only to
Venezuela's 18.5 percent.

Company News

Petrobras Reports Progress in Talks
with Bolivian Govt. Over Refineries

Brazilian state-owned oil and gas compa-

ny Petrobras is making progress in nego-
tiations to sell its two refineries in Bolivia
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to the Bolivian government under
Bolivia's year-old hydrocarbons national-
ization program, the company's interna-
tional operations director, Nelson
Cervero, said Monday, according to
Reuters. Cervero told reporters in New
York that the main issue in negotiations
between the government and Petrobras is
price. The government wants to pay book
value, while Petrobras wants to receive

"near market prices," he said. According to
Cervero, the company is no longer wor-
ried about a unilateral seizure of the
refineries, which supply 100 percent of
Bolivia's natural gas consumption.
"Fortunately, we have been advancing the
negotiations to sell the refineries," he stat-
ed. Negotiations include the possibility of
Petrobras remaining as the operator of the
refineries, Cervero said.
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Featured Q&A
Continued from page 1

against the 'narcos’ and armed actors
that live off the cocaine trade, but it is
long past time to rethink Plan Colombia
and move to programs that actually
work. Instead of interdiction and sup-
ply-side control programs that cost a lot
and do not work well, the US should

“¢ Adjustments should be made,
but not at the cost of throwing
out the baby with the
bathwater.”’

— Gabriel Marcella

invest in prevention, education, treat-
ment, and rehabilitation at home, and in
alternative rural development and insti-
tution building in Colombia and neigh-
boring countries. It should also seek to
work more closely with the European
Union countries that have recently
shown renewed signs of cooperating
with Colombia."

Guest Comment: Gabriel
Marcella: "Although there is
bad news on the price of
cocaine, without Plan
Colombia the situation would be dire.
Colombia is more secure, the govern-
ment more confident, the private sector
is paying more taxes for defense and
public security, the FARC is on the
defensive, and some 31,000 paramili-
taries have demobilized. The military is
much more capable, but it still cannot
take and hold territory; it needs more

troops and mobility. The economy is
growing and poverty has been reduced.
We need to recall that US support to
Plan Colombia was posited on counter-
narcotics. This was the only game in
town in Washington in the mid to late
1990s; counterinsurgency or counter-
terrorism support were non-starters.
9/11 allowed pushing the policy enve-
lope, but the policy continued to be
dominated by counternarcotics, even
though most experts knew that such an
approach addressed symptoms rather
than causes. Experts also recognized that
the effort would be generational, that it
might take decades. The main cause of
the problem remains a weak state that is
unable to control all of the national ter-
ritory and provide governance to the
maximum number of Colombians.
Without territorial control, the 'balloon
effect’ of coca plantings is practically
unstoppable as long as there is demand.
Adjustments should be made, but not at
the cost of throwing out the baby with
the bathwater."

Anne Patterson is US Assistant Secretary
of State for International Narcotics and
Law Enforcement.

Bruce Bagley is Associate Dean of the
Graduate School of International Affairs
at the University of Miami.

Gabriel Marcella is Director of Third
World Studies at the US Army War
College.
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